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SUBJECT: CIV AIR: PAN AM COMMISSIONS 
REF: A. STATE 109765 B' STATE 109664 

1. PAA MANAGER RUNNETTE HAS INFORMED EMBASSY THAT ON 
MAY 1 LUFTHANSA, ON BASIS OF NICE IATA MEETING, WAS 
AUTHORIZED BY FMT TO RAISE ITS COMMISSION RATE FROM 7 
PERCENT TO 7.5 PERCENT. TO AVOID BEING PLACED AT 
COMPETITIVE DISADVANTAGE PAA ON MAY 2 REQUESTED APPROVAL 
TO APPLY SAME COMMISSION RATE AS LUFTHANSA, BUT WAS IN- 
FORMED BY FMT THAT SUCH APPROVAL WOULD BE GRANTED ONLY 
IF PAA AGREED (A) TO APPLY 7.5 PERCENT RATE TO SALES IN 
OTHER COUNTRIES FOR AIR TRANSPORTATION TO THE FEDERAL 
REPUBLIC, AND (B) TO ALSO APPLY RATE TO SALES IN FEDERAL 
REPUBLIC FOR TRANSPORTATION THAT DOES NOT TOUCH FEDERAL 
REPUBLIC. FMTOT OFFICIALS HAVE INDICATED TO RUNNETTE THAT 
THEY MIGHT BE WILLING TO DROP CONDITION (A), PRESUMABLY 
WITH UNDERSTANDING THAT PAA WOULD ABANDON ANY PLANS TO 
CHALLENGE FMT COMMISSION APPROVAL POWERS IN LOCAL 
COURTS, AND THUS DROP ATTEMPTS TO LATER INTRODUCE IN- 
CENTIVE PLAN IN GERMANY. 

2. RUNNETTE HAS NOT YET BEEN AUTHORIZED BY HOME OFFICE 
TO ACCEPT SUCH A COMPROMISE NOR IS IT CERTAIN THAT FMT 
AFTER FURTHER CONSULTATIONS WITH LUFTHANSA AND OTHER 
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3. IN MAY 13 CONVERSATION WITH TRANSPORT MINISTRY (FMT) 
OFFICIAL STUCKENBERG CAA CONVEYED USG VIEWS AS IN 
STRUCTED REFTEL. AT STUCKENBERG'S INVITATION EMBASSY 
OFFICERS WILL MEET WITH FMT OFFICIALS ON MAY 15 FOR A 
REVIEW OF THE SITUATION. 

HILLENBRAND 
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